A more fundamental issue is the significance of Fight back II to the Opposition's broad ideological position. Does it signify that the federal Opposition has, belatedly, joined the move away from the small-govemment ideol ogy of the 80s?
Obviously, as a federal minister committed to the reelection of the present gov ernment, I can't claim to speak on any of these issues as a disinterested party. So this is an admittedly partisan critique of the Opposition's latest ef fort and its significance.
Theheartofborh Fightback I and II has been the introduc tion of a broadly-based goods and services tax. In response to criticism from a wide range of community organisations, the Opposition decided to re move basic foodstuffs from the ambit of the tax. While po litically advantageous, this does not overcome the funda mental objections to the GST. Excluding food reduces the annual revenue from the GST from $27 billion to the still huge sum of $22 billion. In terms of macroeconomic im pact, there is not much change from the original package. There is a consensus among economists that, at least for the next few years, the intro duction of a GST of this mag nitude would depress eco nomic activity and employ ment, and lead to higher in flation and interest rates.
The basic problem is that, in the absence of an effective incomes policy like the Ac cord, a Coalition government would have no option but to run a very tight monetary policy to avoid the price-hike induced by the GST generat ing an inflationary spiral. This has been the overwhelming experience from countries that have introduced such taxes. New Zealand, for example, had to endure five years of near-zero growth after intro ducing such a tax.
The revised package con tains a commitment to spend several billion dollars on ma jor infrastructure. In this re spect, the Coalition could be seen to be following the gov ernment's broad direction in the One Nation statement, which included a multi-billion dollar public infrastruc ture program. There is no doubt that neglecting public infrastructure is a false economy. There is strong evi dence from studies of the US in the 1980s that the starving ofpublic infrastructure invest ment by the Reagan and Bush administrations exacted a heavy price in terms of poor productivity growth.
The problem is that this increased infrastructure in vestment is supposed to be funded by a massive program of privatisation, particularly the sale of Telecom. Most economists, conventional or otherwise, acknowledge that to use the proceeds of privatisation to fund increased spending in other areas in volves a sleight of hand, since the macroeconomic effects of placing a given volume ofpub lic enterprise equities on the capital market are essentially the same as if the government borrowed to fund these ex penditures.
The sheer scale of the pro posed public asset selloff is remarkable. The sale of Telecom alone will involve putting $10 billion worth of equities on the capital market for two consecutive years. The total value of the private mar ket for equities in Australia today is around $13 billion per annum. There is no doubt that privatisation on this scale would degenerate into a fire sale of public assets, to the great detriment of the Aus tralian public.
Fightback II retains the massive cuts to public spend ing announced in the original package. The big losers from this would be those most de pendent on various 'social wage' expenditures. These in clude labour market programs, which are designed to provide the unemployed with a vari ety of training and work expe rience opportunities to en hance their employment pros pects. This is a particularly insidious aspect of Opposition policy, which their spokesper sons seek to disguise by carica turing such programs as "paint ing rocks white".
In fact, these programs are demonstrably effective, par ticularly for the long-term un employed and people suffer ing various forms of disadvan tage. Their effectiveness is attested to by international studies and rigorous evalua tions carried out locally by the Department of Employment, Education and Training. That they have a crucial role to play in preventing the entrench ment of long-term unemploy ment as a permanent feature of society is conceded even by 'dry' economic commentators such as The Australian's PP McGuinness.
The revision of Fightback! does not signify any funda mental ideological sh ift on the part of the Opposition-a point they have been at pains to stress. It does indicate a response to the notable hard ening in public perceptions of the impact of dry economic policies. To be seen as a doc trinaire 'economic rationalist' is increasingly an electoral kiss of death. The public expects governments to respond to the recession with stimulatory policies, and is supportive of increased public spending on crucial infrastructure and the education and trainingsystem. It also expects governments to act to ensure that large num bers of people aren't left be hind as economic recovery gathers pace. B p e t e r Ba l d w i n is the federal minister for Higher Education and Employment Services.
